- O7¢ 5323

COMPTROLLER GENERAL OF THE UNITED STATES

WASHINGTON, DC 22%48

SEPTI X vsTs

The Honoranle 2111 Alexandder
souse of Revresentatives

witn
‘discussions

In accordance
subsaguent

varcn 26, 1:¢75,
youir coifice,
matters reglating to tne emergancy loan Trogra
v tne
tion,
idated

vour

. a -
Wlth wWe

The orogram 1S autior zad Loy suctit

farm and Rural CevelozZment Act

We nade our review before tas enzactament
34-63, August 5, 1975, whicn anencded sustitl
clidated Befors tnis ame“uﬂeﬁt tne S
u required to de3ignate any ar
Rico, and the Viizin Islands
;otrac
--tners 2oxisted In suca arsz a general
acriculturar credit and
~--tne neec f{or sucn cradit in such area
rasult of a natural ¢isaster.
ur ma2tor ceoncern rolated to disaster
S 1N mnrxkanzas' firsc congressional di
we dicscussed the results of our inguil
cnoJdune 3, 13875, ang orovidoa vour of
reCont r=Lorite an tad o« e iczn
el 0UrT INGUuITIESs are in ot

Department of Aarlcalture s fFarmers Howe Administr
n

<. #T;

2072

-7g,022?

L

M096823

as amended.

request and
reviewed sovaral
am aanlnistsrsg e
A ;

C of tn= lonsol-
of Puclic Law
2 C Oof tne Con-
ecratary of
2a 1n the dniwad
2s an eTrargInoy
nech for

vasS the
des.Tnationi Lov
strict 2zrle 3
rico wita vour
fi02 with comtos
Trogran L
oE encius.r
$T75, w LIl e
Jizticns o
oAt oriLe
:eﬂdln: ST RSt

Ve

e
|

oY

o

r

¢

L £Y1




B~1148

~J
(%]

Our review irncluded interviews witn Devartment officials
in washington, 0.C., and at tue 3tate and county level: in
Arkansas, including the Farmers Home Administration county
supervisors in 1€ ol the 12 couaties in Arkansas' first
congressicnal district wnicn were «esignated as disaster
areas on March 21 ana 27, 13753. e also reviewed pertinent
legislation, reculations, rzolicies, procedures, and rocords

at agency headquarters.

We discussed the report contents with agency headcuarters
officials. As your otfice requested, huwever, we did not ob-
tain formal coaments on this report from the Cepartment.
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ELCLGSURE CHCLOSURE

SUMMARY OF RESULTS OF
TACUIRIES INTO FARMERS HOME ADHINISTRATICHN'S
LALRGINCY LOAN PrROCGRAC -

Frior to enactment of Public Law 94-63 (89 Stat. 331)
August 5, 175, section 326 of the Consclidated -arm and
rural Developrent Act, as amended (7 U. S.C.;196l (suro. III}),.
reguirea the 3scretarv of Adgriculture te designate anv area
1in tne Unitea States, Puerto ricc, ana tae virgin Islancs
ag an emergencv area if he found that

--there existsd in such area 2 censrcl nesa for

agricueltural cregit and

-+*he nesd Zcr such credit in such zrea vwas

the result of a natural diseast:z..
Whenever the Secretary nede the ce51qnatlon, the U.3. Tecart-
ment of Agriculitura's (U5CAa's) rarmers Home Administration
{("mHA} could make ernercency agricultura 1 loans =2t a S-rercent
lnt rest rate in trose desgicnated aresas to cover lesses
esulting from dizasters %o enable farrers, ranchers, and

o,btez olanters to continue thelr creratlons.

Emergency cculd te pade for oroperty lamadce or
for severe proag crn losses wihich occurred as o resulit 'of a
disaster. To & fy for a production-losz loan undeor FVIPATS
regulaticns, an agolicant’s lozs had to e substantioalliv
greater than would have been exvected from norral flactuations
in yields. Fmud recuired taat the applicant sustain o -~ilormunm
loss of 10 percent 2f the deilar value ©fL normal drodudticon
whiicn ~as generalilv determin-s2 con the tasis of zae vriv:

2 years' proQuction.

Maximum terms of thecse loans werg - VRars [0r <cuotatcod
2XDENses; 7 vears Ior macininery, orecciny live_tock, ard
nome furnishinecs; 20 vears for real =zsztate restorotioa; and
3% vearz for farm nousing restoration.  Aprnlicants were Lo-
cuirec to provide cecurlty witn encu Tuity &> roascranly
pratect the Gevornment's interest.

Zaergency loans were not to re wmade for mere tnan the
actual loss suczta or (1) preduce new Crocs, (.0 Lay
~7Tf dehts on wauir = tial to the farm orerat.on,
cr {3} reolacve colemental icar:s could L
nede whon cne locan w2gs fnr lero thon L
anount OiL the ne’
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ENCLQSURE : EdCLOSURE

DESIGNATION PROCESS

FmHA regqulations in =2£frfect at the tirme of cur rev:isw
required the FmHdA county supervisor to suomit a Report of
Natural Disaster (disaster report) to th2 county joverning
body or its representacive and to the FnEA State Dirsctor
immediately upon becoming aware of the cocurrencs: of any
natural disaster causing major oroperty loss, c¢irage, or
injury, including severe oroduction losses in his count:
regardless of whsather or not exergency loans would oe

needed.

When the county supervisor was able to optain complete
information on the actual damage and lozses caured by tn;
natural disaster, he was required to submit a Report of
Natural Disaster for Consideration in Designatlnq Emergency
Loan Aro2 (designation report) to the county governing zody.
The Jesignatiow report was to be e<ccompanied by tne comments
of the county USDA emergency board, usualilly made up cf otffi-
cials of USDW.'s Extension Service, Soil Conservazion Service,
and Agricultural Stapilization and Conservation Scrvice,
as well as the FmHA county supervisor.

Althouah the county supervisor "trizdered" zre dosiana-
tion process by submitting the desilgnation reporz to the
county 7jovernina body, the formal process was initiated oy
the county governing pody when it approved the revort and
forwarded it to the Governcr. The Governor, in TJyrn, suo-
mitted a request for a dlqastﬂr designation to tne Secr
of Agriculture.

DISZSTER DESIGHATIONS FOR
fHE 12 ARRAAS A5 CUU INTIES

o
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12 countizs in Arkansas' firs
esignatec as disaster areas on
as the result of drought,; exces
experlenced at variocus ¢imes th
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The schedula c¢n vage 3 shows the dozas of 2o varivus
@signation processinyg steps for the 12 zounties. © snown,
the dates of tne county governinz bodiss' reguesia Lo tos
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ENCLOSURE

Governor

FmHA officials
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for tnas de
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1gnations--the start of the formal degiy-
ea from January 30 to March 4, 1975,
us that conar=3sman d1ii Alexender's
egtary Z Agrlculture on Decamoe 3U,

3 1975 to designace e l-Dele )]
' /oy TO Ce3lgnate the countles
Q roCcegs.
Ejgra’\\n Prycessing S‘:Eé_:ﬂf
irs' longressioral Sistricy
Jesiaration requests o Cesigratton
~out Ly of emprgercy

Jestinetion =t racamperded he InwerTIng  dvernor to 1340 ire: 04
BEN-NEL R Wit Trel Sedy %0 Secretiry of Secrerary 7€
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ENCLCSURE E5CLOSURE

Must FmHA countyv suvervisors have specific instructlo
from dlstrict, stare, L rminA or Us0A OrZl
to 1nitlate recquescs for 41sasct
they sufficlent authority to neg
at the lcocal lavel and transmit
State Fmda office?
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such a request to ¢
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FmHA county supervisors do not need specific instructions
from nigher level FmHA or USDA officials to initiate reguasts
for disaster designations. Three of the 10 county supervisor:s
we interviewed said that t“vy had in ract inltlatec tne desig-
nation process without receiving any specific instructica
from either the national or State offices.

In accordance with FmdA regulations, a disaster designa-
ticn was to be apprrovzd by both *he county governing bocly,
which initiated the formal process, and the State Goveraor.
FmHA county supervisors, however, triggered the disaster
designation process by compiling irformation on farm loss
and on the ne«d for agricultural credit and submituing tn
designation report tc the county governing bodv. If lhe
county governing tody agreed that the county snould be
designated as a disaster area, it forwarded the regort to
tne Governor who, in turn, sunmitrted a request for a disos-
ter designation to the Secretary of Agriculture,

S

o
Q

Under the oractices followed nyv URLA, are disaster
deslanation ACELivitles now oi7en tne Dricrily wnic
EMEercency DILOJrans aNd dl3aster $ituatlons warrant

According to FmbaA officials, the national office, wnich
ha™ o stafi working on tne emergency loan program full tive,
giv=3 disaster deslgnztions top orioflty. At the State an
county levels, the State direcrvor, on the advice of tne carel
of farmer grograms, det=2rmines wnether county offic2 emploveos
will give disaster desianations ane emergency loan crocassing
nriofity over other orogrems and assignments. Of tnae 10
countv supervizors, J said tnac, 10 accordance witn Staote
office instructions, trey gave top odriority to tne disaster
designacion acvivizias in guestaion. All out three, howoeveor,
sald that they did not begin itne trocess until taey recarived
a Januvary 22, 1373, request from tne fmidA State oftice 1in
Arvancgas to consldsr tne necd for tne disastaer Je-iInat.ons
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The one county supervisor who dia no* Jive LoD vriority
to disaster designations sxplainea thah, tecause the county
was without a full-tine county supervisor rfor aopcut 1 montn
before he was assigned to the position on Fepruary 13, 175,
there wvas a backlog of business, particularly 2a»olicants in
need of farm orterating loans, that tocox up a grelt deal of
his time. He said that, because of this, n1s first vricv.ty
was to get the c¢perating loans processea and wor< on tne

designation report when he had the chance.

C5DA permits its emoloyees to exsrciss a wide degree C
latituge iIn making judgments apodt the Driority to de Jiven
a ratural disaster, such as occurred in Ar<anszas, i.e., a
series of conditions building up to a situation tanat results
in losses due %0 poor crop yields and qualitv rather than
sudden ohvsical damage. Witn sucn latituge, the o2riority
given to disaster designation activities could wvary, dﬁ“ ndin
on the emplovees's judgment of the urgency of tne situation.

Lags Us0A in any way discourased tre arclove2s of 700
from carrving out reaguired srocoduras for Jatnering
data and Sucmltring it AXDedlctloUsSLly -0r Complotion
OI fOormal Drocessing Otf alsaccer GESlghatLOZEP h
No. Applicable records and our
officz2ls at the national, State, and
tnat tne ooposite is tru
Cn January 22, 1973, the FmHa 3dtate office in Arxansas,
at the reguest of the national office, directed tne couaty
supervisors to consider the nead for the dizaster desisna-
tions by aatherina the information for ctne desiiznation oopor
Three of the 1) county superviicrs zaid that thay nad cezun
the process b2icre reca21ving the State office's :aquest. Al
10 county suverwviscrs <ald thore was no oressure trom any
source to delay the start of the rocessina.
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ENCLISURE . ENCLOSCRE

fetiquted
runber of
emerjency Estimeted Status of
Toans iikely applicatiaag.- _xpplications as of July 1978
to be made April 17, 1975 "~ T¥el Thp- Tes ATthe  Perds
County {note a) {nots bj <ed pd proved Jected  drawn Inq
Clay 50 5 1 - - 1 -
Craignead 35 12 7 7 - - -
Crittenden 59 5 ! - . 1 -
Cross 10 & 1 1 - - -
Greene 50 40 6 5 1 - -
Lee 75 10 k| 2 - i -
Miesissippt £d 12 10 2 “ 4 4
Monroe 30 15 5 i 1 - k|
Phillips 50 25 24 5 2 2 15
Poinsett 150 12 4 - - . 4
St. Francis 160 3 5 3 - - 2
Woodryff 3 ] 2 - - 2 -
Total 5o 15 R A S A

2

These estimates, based on the county supervisor's general survey and dfscussions
with knowledgeable persons 'n the ares, were Iuc\uded on the Jesigration reports
made to the county yoverning bogfes. (Se. p. 2.)

Estimates made by county suservisors subsequeni 10 the secretary's Jesignatfon.

what, if any, stzps in the oroceduras now used fQE
preparing and_aporovinag dluau_ er _a~319nation I+
Juests may oe aliminated EO Ghorton the Elme fea
for nandanq these nattorss

'l'r (.J

Gaire d

Public Law 94-606, which amended subtitle C of the donsoli-
dated rarm and Rural DoveloDdment Act, elirinatea the crovision
that tnere be a general nead for acricultural creatlc and adced
a credit elsewhere prcvisior. A USDA official zala tnat elisi-
nating the genaeral need provision should simpl-fy the de

siyna-
tion process by eliminating the oollinag ot orivab. lenders in
the area to determine wicther adoquate croalt 13 aviiianle
pefore designating the area for ocmargency loans. mdlh national

s ]
nating tnic provision would Treed uo

officials said that =limin
tne process bv at leaszt 15 days.
&
Under tne cradit zlecwnaso urovision, a roadlremanc L0070
most FuHA loan provyr 73, 3 ZOrrower will only oo oole to
optain a lozn ir h=s 15 unaple o cutaln onLugr Croult Lrom

[
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ENCLOSURE ENCLCSURE

ocner sources at reascn
officials s-1id tas .-z
will not lengtnen rmne
applications.

In acdition,
to determine wnat
nation »nrocess.

0 13
t— 23
R
@D u

fdas the Office of ¥ar~acement and 2uGget carticilztatss o
an;/ wa/ in USDA Jecl3icns [Or imDlamenting aQG 502riclng
tne emersancy loan crograns If 5o, aow?

Cffice of MYanpagement and Budoet (JM3) 1nvolvement :1n USDA
decisions for implsaenting and ouoratlnu FvwHA'z emargenct loan
orogram 2a0Dears Lo nave teen minimal.

Aithough U5DA correasoondence pertaining to the amergency
loan program petween January 1270 and June 1373 snoweu tnat
OMB had mace several inculri22 concerning this oreogram, the
U3DA official rezoonsinle for liaison witn CMS8 on .natters
concernirg tne emarjency 1oan orogram saic taar, at least
since January 1973, DME's Lnvolverment in tne program nas
nseen that of concurrence in UZLA decisicns,

For example, 1n a vay 1373 lettor, JOM3 as<ec J50A to
deternine effective wavs tc Zighten 4o the crojram administra-
tion, especirally to Gistinguisn o:2tween Snronlc ana 2xLra-
ordinary energencv conditionc. Thne UsDA official =zid,
however, tnat USDA had alr=ady starced to work 00 ¢his ratter
in Januery 1275 and taat 2dB was zeorised of tnis fact.

Zeen aosorocriacsly
suTorviio.s, Tarticu-
cunciles?

?rior to enactment of Puslic Liw 94-¢4, section 323 of
subtitlae C of the Consolidated Ao vided tnat tie Secretary
cf Agriculture gSrescr.ge tne SeC...tUy r2gulrerents Ifor sr2rasncy
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